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Notice To Readers
This Practice Alert is intended to provide auditors and SEC registrants with
information that may help them improve the efficiency and effectiveness of
their communications with the SEC and their audits and accounting and
financial reporting processes, respectively. This Alert is based on existing
professional literature, the experience of the members of the Professional
Issues Task Force (PITF) and information provided by SEC Practice
Section member firms to their own professional staff. This information
represents the views of the members of the PITF and is not an official
position of the AICPA. Official positions are determined through certain
specific committee procedures, due process and deliberation. The
information provided herein should be used only with the understanding
that it is to be read in conjunction with the professional literature and that it
is only a means of assisting auditors in meeting their professional
responsibility.
Communications with the Securities and Exchange Commission
Introduction
The purpose of this Practice Alert is to provide registrants and their auditors with the most up-todate information about when, why and how they may wish to discuss SEC accounting, financial
reporting and disclosure issues and questions with the staff at the Securities and Exchange
Commission. In addition, this Alert is intended to provide professionals with references to other
resources that may be useful when working with SEC registrants. While this information should
assist auditors as they serve their clients, it is important to remember that registrants have the
primary responsibility for the financial statements and related disclosures filed under the U.S.
federal securities laws.
In 1996, the SEC Regulations Committee of the AICPA (the "Regs Committee") worked with
the SEC staff to develop and issue a document entitled "Communications with SEC Staff." The

document summarized "best practices" for consultation among the registrant, the independent
auditors and the SEC staff. The Regs Committee is part of the AICPA SEC Practice Section and
acts as the primary liaison between the profession and the SEC on technical matters relating to
SEC rules and regulations. The Regs Committee also responds to requests for comment on
certain SEC proposals and communicates, through the minutes of its meetings located on the
SEC Practice Section's Web site, important SEC developments to AICPA members.
In 1999, the SEC staff in the Office of the Chief Accountant ("OCA") issued a "Protocol for
Registrant Submissions to the Office of the Chief Accountant." That document was updated in
December 2001 and retitled "Guidance for Consulting with the Office of the Chief Accountant"
(the "OCA Protocol"). The OCA Protocol is available on the SEC's Web site at
www.sec.gov/info/accountants/ocasubguidance.htm
When to Contact the SEC
Throughout the year as well as during the year-end audit, registrants and their auditors may
encounter significant accounting, financial reporting, and disclosure questions, especially those
involving unusual, complex, or innovative transactions for which no clear authoritative guidance
exists. Registrants and their auditors are encouraged to discuss such issues with the SEC in
advance of a filing. Additionally, registrants and their auditors are encouraged to discuss issues
relating to specific requirements of various SEC filings in order to clarify the application of the
requirements to certain registrant submissions.
Who Is Who at the SEC
The Office of the Chief Accountant within the SEC is responsible for developing accounting and
financial reporting policies (e.g., financial reporting releases, staff accounting bulletins, etc.).
The OCA also has the final authority, subject to appeal to the Commission, on accounting issues
in registrant filings that have been challenged by the Division of Corporation Finance ("DCF").
The DCF is responsible for reviewing and commenting on registration statements, proxy filings
and periodic reports, such as Forms 10-K, 10-Q and 20-F.
Different procedures may apply to communications with the SEC depending upon the nature of
the issue and the SEC department responsible for handling such issue. In dealing with the OCA,
formal procedures outlined in the OCA Protocol document should be followed. In dealing with
the DCF, where a formal protocol is not available, the AICPA "best practices" document
provides guidelines.
Communications with the OCA
The OCA Protocol states that "the Commission encourages all those whose responsibility it is to
report fairly and accurately on a company's financial condition and results to seek out the staff's
assistance." Sufficient advance notice is required so as to enable the appropriate SEC staff to be
able to attend the meeting. Unless already provided in the submission to the OCA, a written

submission of the subject issue should generally be provided at least five business days in
advance of all meetings.
The OCA staff prefers that questions be submitted in writing on a named basis. This type of
correspondence is commonly referred to as a "pre-filing" submission. However, as discussed in
more detail below, the staff will accept no-name and oral inquiries as time permits.
The AICPA "best practices" document recommends that prior to the registrant and the auditor
making a written submission to or discussing a matter with the SEC, the engagement partner
discuss the matter with the concurring review partner and the firm's designated SEC partner. The
"best practices" document defined the term "SEC partner" as a partner who can represent the
firm on accounting and auditing policy matters and state the firm's position. At some firms, the
designated SEC partner may be a member of the firm's technical group located in a national or a
regional office or may be a partner with significant experience with SEC rules and regulations
who is appointed to represent the firm.
New or controversial issues involving general accounting policies may be referred directly to the
OCA. If the audit engagement partner is to discuss a significant issue with the OCA staff or the
discussion involves the OCA or the DCF Chief Accountant's Office, it is recommended that the
designated SEC partner also be involved in all such communications whenever possible. In
addition, the "best practices" document suggests that any communications with respect to
registrant accounting or reporting matters not be undertaken without the consent of the registrant.
Further, there ought to be a clear understanding with the registrant that the process will be
conducted with candor and all pertinent facts will be disclosed to the SEC staff.
A written pre-filing submission to the OCA can be sent either by mail, fax or e-mail. The OCA
recommends that submitters contact and advise the OCA that a pre-filing submission has or will
be sent. The OCA's telephone number is 202/942-4400. The submission should be addressed to:

Mr. Robert K. Herdman
Chief Accountant
Office of the Chief Accountant
Securities and Exchange Commission
450 Fifth Street, N.W.
Washington, DC 20549-1103
Fax: 202/942-9656
E-mail: oca@sec.gov
A copy of each submission to the OCA and the accompanying materials should be mailed or
faxed to the DCF at the following address:

Mr. Craig Olinger
Deputy Chief Accountant
Division of Corporation Finance

Securities and Exchange Commission
450 Fifth Street, N.W.
Washington, DC 20549-0410
Fax: 202/942-9582
In all initial communications with the OCA, the inquiry should advise the OCA of any current or
previous discussions or correspondence with the staffs from the Division of Enforcement, DCF,
or other Divisions or Offices regarding the issue(s) in the submission.
Subsequent to the submission, a confirmation of receipt of the submission can be obtained by
contacting the OCA at 202/942-4400.
The OCA recommends that the submission be prepared in a format that provides a) background
information and all relevant facts, b) the question being raised, c) possible alternative answers, d)
the registrant's recommendation and basis for that recommendation, and e) the financial
statement impact, including the disclosures expected to accompany the accounting. The
submission should include, at a minimum:
•
•

•
•
•
•

•
•
•
•

•
•

The name of the registrant, the nature of its business and the name of the audit
firm.
Overview of the nature of the company's business, together with condensed
financial information including assets, stockholders' equity, revenues, gross
margin, pretax income and other relevant measures.
Timing considerations, such as pending filing deadlines or registration efforts.
Detailed information regarding the specific facts and circumstances giving rise to
the accounting, financial reporting or auditing question.
The specific accounting, financial reporting or auditing question raised.
The accounting treatment proposed by the registrant and the basis for that
conclusion, including an analysis of all the relevant accounting literature, as well
as all alternatives considered and rejected.
Analysis of the current and future financial statement impact of the alternatives
considered.
The proposed disclosure with respect to the accounting and where it will be
disclosed.
A statement regarding the conclusion of the auditor on the proposed accounting
treatment.
The name of the local audit partner and, if applicable, whether the submission and
proposed accounting have been discussed with the auditor's national office and, if
so, when this discussion occurred and the national office contact person.
Additional contact persons may also be provided, such as representatives of the
company's legal counsel.
Whether the proposed accounting has been reviewed with the registrant's audit
committee and that committee's views, if any, as to the proposed accounting.
Whether the registrant or its auditors are aware of any prior SEC staff position
related to the issue.

•

•

Whether there have been any informal or formal conversations with any member
of the SEC staff, including any current or previous discussions or correspondence
with the Division of Enforcement, DCF, or other Divisions or Offices regarding
the issues in the submission and the context of those discussions.
The name and phone number of a contact person.

The names and identities of those who will be participating in any follow-up discussion also
should be furnished.
The OCA suggests that the submission also include any relevant information that may assist the
SEC staff in reaching a conclusion. Such information may include: organizational charts,
relevant press releases, contracts or legal documents including portions that may be subject to
differing interpretation, board of directors' minutes, and management information submitted or
presented to the board or a committee of the board.
Under OCA procedures, assigned OCA staff generally contacts the submitter, usually within
three days of receiving the submission, with follow-up questions or to schedule a conference call
involving the registrant and/or its auditors. Through this communication, the submitter becomes
aware of the specific OCA staff members assigned to the issue and the OCA is able to determine
whether the registrant has certain timing needs for resolving the issue. If the submitter desires an
expedited response, it is recommended that the request for an expedited response be made with
the initial submission; however, the submitter may make the request at any point during the
process. Although it is not a SEC requirement, when the issue involves a registrant-specific
transaction, it is preferable for the registrant to lead the discussion (particularly with respect to
representations as to the factual circumstances of an issue) with the independent auditor
functioning in a support capacity by reinforcing and, where necessary, clarifying or expanding
on the technical points made by the registrant.
After the OCA staff completes its review of the subject issue, the staff provides an oral response
to the registrant along with an explanation of the basis for the OCA's position. For the registrant's
records, upon resolution of an issue, the registrant may prepare, and send to the OCA staff for
their comment, a draft letter describing the registrant's understanding of the OCA staff's position.
The final letter may be incorporated into the SEC's files to document the position taken by the
staff with respect to the specific matter.
Registrants and their auditors can also discuss issues with the OCA staff on either an oral
(identifying the registrant) or "no name" (oral or written) basis. The OCA has provided a list of
staff assignments for informal inquiries to the OCA at
www.sec.gov/info/accountants/informalinq.htm.
A "no-name" discussion is typically one where the auditors will call or write OCA on behalf of
an individual registrant and pose a question without indicating the name of the registrant. An oral
inquiry is less formal than the written submission but can be useful in assessing the OCA's
position on various matters. This method of communication by the registrant and its auditors is
especially helpful in inquiries that involve broader, emerging issues that are not registrant
specific. However, such informal advice cannot be relied upon as authoritative and is not binding

on the OCA staff. Any proposed written or oral communications with the OCA staff by auditors
regarding staff "no name" inquiries on accounting and auditing matters or matters deemed policy
in nature should be reviewed by the firm's designated SEC partner. Because of concerns that a
clear understanding of the facts may not be accomplished through oral communications, the
inquiry process would be best accomplished through written submissions on a named basis.
Also, written submissions on a named basis take priority over "no-name" inquiries. If a written,
no-name inquiry is received with detailed registrant and transaction specific facts and
circumstances, the staff will request the name of the registrant. Submissions will be assigned to
the appropriate OCA staff and are generally prioritized based on the date received.
If there have been oral inquiries, the staff member that responded to the oral inquiry should be
copied on any related subsequent written communication. For both written submissions and oral
inquiries, the position of the staff may change in the event that new or additional facts arise.
Communications with the DCF
All questions concerning the age, form and content of financial statements, required to be
included in a filing, should be sent directly to the Chief Accountant of either the DCF, the
Division of Investment Management or the Division of Market Regulation, as appropriate.
With respect to DCF staff comments on specific filings, the DCF encourages the registrant and
its auditors to communicate directly with DCF staff accountants in resolving the comments. If
the registrant and its auditors do not understand a comment, the DCF staff accountant, who is
identified in the comment letter, should be called to discuss the comment. This process may be
expedited by scheduling a conference call between the DCF staff, the registrant and its auditors
to discuss certain comments. Comments cannot be cleared over the telephone; therefore, a
written response should be provided to the DCF staff as a follow-up to any telephone discussion.
During the course of its review of a registrant's periodic reports and registration statements, the
DCF may conclude that the registrant's accounting does not comply with GAAP or the SEC's
rules and that a restatement of the registrant's financial statements is necessary. DCF is not
required by SEC policy to review its conclusions regarding registrant accounting issues with
OCA, although it is not uncommon for accountants in DCF to discuss registrant specific issues
with OCA prior to communicating its conclusions to a registrant. Registrants who desire to have
a decision by the DCF reviewed by OCA should notify DCF and OCA at the earliest possible
date so that the issue may be reviewed expeditiously and the filing may be processed in a timely
manner.
Appeals
The AICPA "best practices" document recommends that if a registrant wishes to appeal an
accounting conclusion of a Senior Assistant Chief Accountant in DCF, the registrant is
encouraged to consult with its audit engagement partner and the audit firm's designated SEC
partner. After the registrant has requested an appeal, the Senior Assistant Chief Accountant will
consult with an Associate Chief Accountant in the Division Chief Accountant's Office and
generally will set up a conference call with all parties to discuss and resolve the issue. This

process will be expedited if the registrant provides a detailed written response to the comment(s)
prior to requesting an appeal. If the issue cannot be resolved at the Associate Chief Accountant
level, it will be presented to the Division Chief Accountant's Office, and then to the Office of the
Chief Accountant of the Commission. When communicating with staff at higher levels (e.g.,
Associate Chief Accountant, Deputy Chief Accountant or Chief Accountant of the DCF or the
OCA), it is desirable to involve the audit firm's designated SEC partner along with the registrant
and the engagement partner. Ultimately, it may be appropriate to request a meeting with the
Chief Accountant.
A decision of the Chief Accountant of the SEC may be appealed to the Commission.
Other Sources of Useful Information
The Internet has provided registrants and auditors with access to a vast amount of information
that may be useful when dealing with the SEC. In addition to the Web sites previously
mentioned, the following may also be of interest:
•
•
•
•

The AICPA at www.aicpa.org.
Minutes of the Regs Committee at www.aicpa.org/belt/sec-hl.htm.
The FASB at www.fasb.org.
The SEC at www.sec.gov.

Information to be found at the SEC's Web site includes the following:
•
•
•
•

•
•

Recent Staff Accounting Bulletins at www.sec.gov/interps/account.shtml.
Staff Legal Bulletins at www.sec.gov/interps/legal.shtml.
Edgar filings at www.sec.gov/edgar.shtml.
Frequently Requested Accounting and Financial Reporting Interpretations and
Guidance issued by DCF at
www.sec.gov/divisions/corpfin/guidance/cfactfaq.htm.
Commission speeches and public statements at www.sec.gov/news/speech.shtml.
Excerpts from speeches by the Staff of the Office of the Chief Accountant at
www.sec.gov/info/accountants/speechoutline.htm.

The SEC staff also has an internal document entitled "Division of Corporation FinanceAccounting Disclosure Rules and Practices-An Overview-Training Material" which is available
from the SEC's Public Reference Room and from most financial printers. That publication is
intended for use as a training and review manual for the DCF staff. It is made available to the
public for its general information but is not an official publication of the SEC nor is it updated or
corrected with any regularity.
Past Practice Alerts
The PITF accumulates and considers practice issues, which appear to present accounting and
auditing concerns for practitioners. Previously issued Practice Alerts can be obtained from the
AICPA Web site (www.aicpa.org/members/div/secps/lit/practice.htm).

Comments or questions on this alert should be directed to Michael Glynn at 201/938-3176.
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